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THE HOUSING
EMERGENCY IS
GROWING, AND
THE GOVERNMENT
MUST ACT
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145,000+

homeless
children living

in temporary
accommodation’

PART I

INTRODUCTION

1. EXECUTIVE SUMMARY

Millions of families across England are living in poor
conditions in some of the oldest housing stock in
Europe. Many homes are poorly insulated and are
riddled with damp and mould.

Renters are forced to choose
between feeding their families and
paying ever rising rents, and every
three minutes a private renter is
served section 21°'no fault’ eviction
notice.' 1.3 million households are

on social housing waiting lists, never
knowing if they will ever have a
decent home.? 145,000 homeless
children live in uncertainty, without
the stability and security that a home
should provide for every family.®

It doesn't have to be this way: the new
government has the power to ensure
everyone has a safe, affordable, and
secure place to call home.

The only lasting solution to the
housing emergency is to build more
genuinely affordable social rent
homes. People from across the
political divide and throughout the
sector agree that this country needs
at least 90,000 social rent homes
ayearin England, for 10 years.

This would be enough to house
every homeless household and clear
most social housing waiting lists.

Why social rent?

Politicians often talk about social
housing and affordable housingin
the same breath, but this can distract
from what should be the key focus
of any government looking to end
the housing emergency: social rent.
Social rent is the only genuinely
affordable tenure as rents are set
by a formula that is linked to local
incomes. Tenancies are secure and
rent increases are more predictable
than in the private rental sector.
On average, social rents are a third
(33%) of private rents - whereas
‘affordable rents’ are up to 80% of
market rents.“ People on ‘lower’
incomes - in some places reportedly
with salaries as high as £30,000
- can fail affordability checks for
Affordable Rent, so it is not truly
affordable.®

‘Affordable housing’also refers to
homeownership products like shared
ownership, where tenants must be
able to afford: the deposit (c.5-10%
of the share); both rent and mortgage



‘The total

benefitis

estimated
to be

£51.2
BILLION

over 30 years'

payments; and the cost of repairs.
While this can help more affluent
households into homeownership, it is
not affordable for the nearly half (46%)
of private renters who have no savings
whatsoever because rents are so high.®

The creation of ‘Affordable Rent’ has
made the homelessness problem
worse by draining government
investment away from social rent -

so now there are barely any social rent
homes built. Thanks to Right to Buy, in

THE NUMBER OF NEW SOCIAL RENT HOMES OVER

THE LAST 70 YEARS
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the last 10 years there has been a net
loss of 260,000 social rented homes,
including 11,700 homes lost last

year alone.’

This report therefore focuses on social
rent asitis the tenure most needed

to tackle the housing emergency and
give people a genuinely affordable and
secure home.

Ending the housing emergencyisa
smart investment. There is a clear link
between building 90,000 social rent
homes and growing the economy. In
February 2024, Shelter, in partnership
with the National Housing Federation,
commissioned research which showed
that there would be significant
economic benefits to building and
managing 90,000 social rent homes.
The total benefit is estimated to be
£51.2 billion over 30 years. The cost

of building is balanced out by the
economic benefits within only a few
years. It pays for itself to the economy
in three years and the Exchequer
would get its money back in just
over adecade.?

Figure 1-Source: DLUHC, Table 1000 and ONS,
housebuilding.
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1969

the last time
we built 300k
homes - when
nearly half
were social
homes’

1. A clear ambition and vision
for the housing system

Itis critical to increase the overall
supply of new homes, but this cannot
be achieved without significantly
increasing the supply of social
rented homes.

The last time this country delivered
300,000 homes a year was 1969 when
nearly half of those homes were
council built social homes.? As total
housing supply in England is only at
€.234,000 ayear, it is likely impossible
to deliver 1.5 million homes by the end
of the next parliament (i.e. within 5
years)without the government directly
getting involved in housebuilding and
significantly increasing grant funding
for social housing. The last government
tried every lever to boost supply of
private homes but failed. A 2024
review by the Competition and Markets
Authority concluded that this country
failed to build enough homes because
of an over-reliance on the speculative
development model: where private
developers buy land and gamble that
by building housing they can sell
parcels of that land at a profit."

To realise a profit after land and build
costs, developers sell new private
homes at a premium price, but only

a handful of peopleinalocal area can
afford them. To keep prices up they
must slow build out and drip feed the
market.”” The only way to encourage
private developers to boost private
build-out is to increase the amount
people can borrow to pay this
premium price. This defeats the
purpose of building more homes: as
itisimpossible to improve affordability
with measures designed to sustain
house prices. Analysis shows that
300,000 private homes a year will not
improve affordability.” Conversely,
every social rent home improves
affordability for every family housed.
Itis not enough to have an overall
housing target: the new government

Brick by Brick 7

must also set a clear ambitionand a
strategy behind it. The consequences
of failure are clear: the last government
had an overarching target, but its plan
was to boost private housebuilding

in the hope that helping some into
homeownership faster would improve
affordability overall. This trickle-
down housing failed on its own terms:
homeownership is still out of reach and
the consequences are clear: sky-high
rents, rising evictions and record levels
of homelessness.

The new government must set

a clear ambition to end the housing
emergency (ending homelessness
and housing everyone on social
housing waitlists) and to improve
affordability. To get there, it needs
a clear target to build 90,000 social
rent homes. Everything else flows
from this ambition.

2. Investin a new,
redesigned Affordable
Homes Programme and
change fiscal rules to
incentivise investment
ininfrastructure to
boost growth

The government’s most direct lever

to boost housebuilding is with a new
10-year Affordable Homes Programme
to provide grant funding for new social
rent homes. To ramp up to 90k we
need to see sustained investment

and changes to the rules to:

« Focus funding on socialrentas a
priority within the overall programme
so that the vast majority are for
social rent and secure funding
for 10 years.

» Boost grant rates to cover more
of the cost of a social home and
remove ‘cost minimisation policies’
that prioritise maximum units for the
cheapest price over social rent.
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— HOMEOWNERSHIP IS STILL OUT OF REACH
AND WE NOW HAVE SKY-HIGH RENTS,
. RISING EVICTIONS AND RECORD LEVELS
OF HOMELESSNESS

» Provide a single front-end‘one
stop shop’ for all housing funding,*
so housing associations and
councils can focus on delivery
over navigating bureaucracy.

» Replace competitive, short-
term bidding wars with a
needs-based formula.

» Allow funding to be used on
acquisition and bringing empty
homes into use.

» Devolve powers to regions and
Combined Authorities (similar to
Greater London Authority powers).

» Return the approval process
to DLUHC from HM Treasury.

Moreover, the government needs
to take a more mature approach

to overall spend targets and review
fiscal rules that hold back growth:

» Design a’Golden Rule’ that enables
investment in infrastructure
spending to promote growth;
and define social housing as
infrastructure.

» Consider moving away from Public
Sector Net Debt so the Housing
Revenue Accounts of stockholding
local authorities and Local Housing
Companies aren‘tincluded in fiscal
rules, in line with the EU, the IMF and
most OECD countries.

» Reform HMT appraisals and move
beyond narrow Benefit Cost
Ratios (BCRs) which disincentivise
investment in social housing.

« Anew long-term rent settlement
for housing associations, along
with scrapping the benefit cap and
bedroom tax to prevent people
falling into homelessness.

3. Unlock our Land System

The cost of land is a major barrier to
social housebuilding. The huge cost of
land makes it impossible for councils
to deliver genuinely affordable social
homes. It also reduces the number of
social homes delivered through the
planning system. To capture more
land value, the government must:

 Ensure councils can buy land at
a fairer price by supporting local
authorities to use new rules to
eliminate ‘hope value’ and taking
forward a test case.

« Reform property taxes to fund social
homes and improve tax equality
- e.g. abolishing Council Tax and
Stamp Duty and replacing with
a Proportional Property Tax.

» Create acomprehensive Land
Register to improve land
transparency.



‘'We need more
homes of all
types, but we
can'tincrease
overall
housebuilding
without hugely
increasing the
supply of socia
rented homes.’

» Change land disposal rules so
that public land is focused on
social rent homes rather than
highest financial return.

4, Revitalise and unblock
our planning system

The planning system should
incentivise building genuinely
affordable homes and ensure
developers pay their fair share.
This means the government should:

» Focus national planning policies
(e.g. Local Housing Need) on ending
homelessness and clearing social
housing waitlists - and use existing
stick and carrot measures (e.qg.
Housing Delivery Test levers)to
ensure that local plans are updated
to reflect this.

» Fund councils’ planning departments
to speed up decision making and
rebalance power between developers
and councils.

Brick by Brick 9

- Explore planning contracts -

where accredited developers get
accelerated planning permission
in return for meeting set standards
and requirements.

Introduce a duty for local
authorities to require onsite
delivery of at least 20% social
rent on large sites, so they can’t
be forced to make concessions.

Revamp the Brownfield Land
Release Fund with a set target
of social rent homes on sites
released for housing delivery.

Reverse expansion of

Permitted Development Rights,
counterbalancing with a clear
expectationin the NPPF that
quality conversions to residential
use should be accepted through
the planning system.

« Abandon the Infrastructure Levy and

instead strengthen requirements on
developers as set out above.

P 4 Fade
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"We see councils

as playing

a key rolein
achieving this
social housing
revolution
with council
direct delivery
accounting for

34,000

social rented
homes’

5. Boost council building
to deliver social homes

6. Create more ways
of delivering new homes

Direct delivery by councils has
been central to England hitting
high housing targets in the past.
Unleashing them again can help to
build 34,000 social rented homes
annually.® This can be achieved by:

Suspending Right to Buy until net
900,000 social rent homes are
delivered, replace with a mortgage
deposit scheme to help social
tenants buy a private home.

Providing funding for new inhouse
planning and housing delivery
teams/corporations, and funding to
upskill them, including a centralised
super squad to clear planning
application backlogs and set up
council delivery bodies across

the country.

Adopting a new national land
strategy to better understand what
land is available and maximise the
delivery of homes on grey belt and
brownfield sites.

Supporting more low-cost council
borrowing(e.g. through changes
to the Public Works Loan Board).

Introducing a central government
programme to support councils
to pool resources and expertise.

Adopting a new Social Housing
Contractor Framework to set
parameters around rates and pricing
each year to provide certainty and
confidence in long-term planning
and give councils access to pre-
qualified suppliers.

The government must unlock
more delivery vehicles to ensure
that every lever is pulled to get
more social rent homes. This
means the government should:

Target support to convert long term
empty homes into social housing
as set out in Shelter's Home Again
report earlierin 2024.'

Support community land trusts
to deliver over 7,600 social homes
peryear.

Use net zero goals to build social
homes for the future which
promote climate justice and growth
through new build, retrofitting, and
responsible change of use through
the planning system.

Lay the groundwork for a new era of
new towns, including the formation
of more Development Corporations
and the use of land value capture
mechanisms.

Adopt a new model and legislative
framework to increase planning
powers of development
corporations.
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Shelter’s plan can deliver 90,000 social rent homes per year

The government needs a comprehensive plan to deliver the social and economic
benefits of a mass scale build program of social rented homes. Shelter’s plan
outlines the key policy and funding interventions that are needed to reach this
target. Grant funding, developer contributions and an empty homes programme
could scale up over five years to deliver 90,000 social rented homes per year (see
Table 1). We see councils as playing a key role in achieving this social housing
revolution with council direct delivery accounting for 34,000 social rented homes,
including 4,000 homes delivered due to changes to ‘hope value'.

. Measure or Number of homes

Section of the report .
Provider per year

Invest in a new, redesigned Grant funding 60,000
Affordable Homes Programme
and change fiscal rules to
incentivise growth investment
Unlock our Land System ‘Hope Value' 4,000
Revitalise and unblock our Developer 24,000
planning system contributions
Boost council building to deliver | Council direct 34,000
social homes delivery
Create more ways of delivering Empty homes 7,100
new homes
Create more ways of delivering Community land 7,600
new homes trusts

Table 1: The number of social rented homes delivered per year by different measures and providers

Note: The table does not sum to 90,000 social rented homes because it includes a combination
of measures and providers. The number of social rented homes delivered through grant funding,
developer contributions and empty homes sum up to 91,100 social rented homes. The 34,000
councilhomes are delivered through a combination of grant funding, developer contributions,
‘hope value’and empty homes. The CLT homes are delivered using grant funding and

developer contributions.
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' While it will be challenging, the government could deliver 90,000 social rented
The government homes per year by the end of the parliamentary term. The trajectory is based

could deliver onrecent trends, historical data and the assumption that a series of policy
90 000 interventions need to be implemented urgently to achieve this ambitious target.
I
social rented THE FIVE YEAR TRAJECTORY TO DELIVER 90,000 SOCIAL RENT HOMES
homes per year
100,000
by the end of the 90,000
parliamentary 80,000
term. 70,000

60,000

50,000

40,000 4‘
O J—— BN ||

20000 — N —

o0 NN [ |

BASELINE YEAR1 YEAR 2 YEAR 3 YEAR 4 YEARS

Grant funding . Developer contributions (e.g. section 106) Empty homes acquisition

Figure 2: Shelter’s trajectory to ramping up to 90,000 social rent homes in five years with a key
focusonincreasing grant funding and developer contributions, Source: Shelter analysis of data
and findings from DLUHC, Cebr and Arup.




‘People cannot
realise their
full potential
if they're kept
awake at night
in terror of
the eviction
notice that
could land on
their doorstep
at any time,

or by their
kids coughing
because of
the damp

and mould

on the walls.
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2. INVEST IN SOCIAL HOMES
T0 BOOST GROWTH

England’s broken housing system is a major barrier
to growth. People cannot save when they must spend
a huge proportion of theirincome on their rent.

When they can’t afford a sharp rent
hike or are pushed further and further
away from their jobs, schools, friends
and support networks - this affects
their mental health but also limits their
productivity and their prospects.

People cannot realise their full
potential if they're kept awake at
nightin terror of the eviction notice
that could land on their doorstep at
any time, or by their kids coughing
because of the damp and mould on
the walls. Workers can't perform
their best if they must travel hours
and hours before they clock in, or if
they don't have a home to go back to.
Schoolchildren will suffer academically
if they're forced to revise for their
GCSEs on the toilet because there’s
not enough space to do their
homework anywhere else.

Every day, Shelter’s frontline advisers
hear how the housing emergency is
holding people back and ruining lives.
High housing costs are the biggest
tax on peoples’ potential and housing
insecurity robs millions of people of
their future.

A social housebuilding programme
would not just end homelessness,
transform the lives of millions, and
give people the stable, affordable, and
decent home they need. It would have
huge economic benefits, provide
stability and lead to growth.

Building 90,000 social rent homes
ayear would pay for itself in 3 years
and add £51.2bn in benefits to the
economy over the next 30 years,
according to new research by the
Centre for Economics and Business
Research(Cebr).”

The report finds that one year of
building 90,000 social rented homes
would deliver:

« £4.5bn savings on housing
benefit(as private tenants move
into social rented homes where
rents are on average are a third
(33%) of private rents).”

« £2.5bnincome from construction
taxes(due to increased building).

« £3.8bn income from employment
taxes (as more people employed to
build and manage social housing).

« £5.2bn savings to the NHS
- as people move out of terrible
temporary accommodation and
homes that harm their health into
quality social homes.

« £4.5bn savings from reduction
inhomelessness - as people
move out of expensive temporary
accommodation into permanent
social homes.

« £3.3bn savings to Universal Credit
- as people claim less to pay
lower rents.



14 Brick by Brick

‘Within just
three years,
the economic
benefits of
building these
homes would
fully cover
the cost of
construction’

Social housebuilding
boosts employment in
the housing sector

Short term policy has driven
up housing costs and the
benefits/homelessness bill

A social housebuilding revolution
would create jobs in the construction
and wider housing industry. Building
90,000 social rented homes would
directly support nearly 140,000 jobs
inthe first year. Within just three
years, the economic benefits of
building these homes would fully
cover the cost of construction,
returning animpressive £37.8bn
back to the economy, largely by
boosting the construction industry.
Inthe longer term, the construction
and management of the homes would
return £48.2bn to the economy and
government over 30 years."

30 years ago, then housing minister
Sir George Young proclaimed

that housing benefit would ‘take
the strain’for rising rents, as the
government privatised housing
association finance, lowered grant
and deregulated the private rented
sector. This signalled the beginning
of anew era of housing policy where
ministers would rely on the private
market rather than investin

social housing.

Fast forward to today, a third of
private renters now spend half or
more of theirincome on rent?® and
rents are at their highest level since
records began and rising faster
than ever.” This leaves struggling
families forced to choose between
feeding their family and keeping
aroof over their head. There

are more than 145,000 children
homeless in expensive temporary
accommodation(TA).?? George
Young's claim that ‘there can be no
question of people losing their homes
because they cannot afford to pay’
proved wrong.?




......

‘With rising
rents, nearly
half of private
renters

(46%)

now have

no savings -
many just one
unexpected

bill away from
homelessness.’

With cuts to the social housing budget
and millions of social homes sold off,
the private rented sector (PRS) has
doubled in size in the last 20 years,*

as more low-income renters are forced

to compete for the some of the worst
homes in the country.? With rising
rents, nearly half of private renters
(46%)now have no savings? - many
just one unexpected bill away from
homelessness. A third (32%) are reliant
on housing benefit to pay their rent.?’
This means that the government is
now subsidising private landlords’
second homes or property empires.

Brick by Brick 15

Social housing investment
creates savings on the
benefit bill

Unlike other infrastructure projects
like roads, social residents pay rent
-sothereisareturnoninvestment.
Lower rents can mean a lower benefit
bill. Research by Cebr shows that just
one year of building 90,000 social
rented homes would save nearly
£250m/year on the housing benefit
budget, or £4.5bn total, as households
paying private rents move into
social homes.?®

« Most landlords (55%) have no
mortgage on any of the homes
that they let out.?

» Nearly £12bn spent a year
subsidising private rents.3°

« £1.7bn spent on temporary
accommodation last year.®'
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‘The government
is now
subsidising
private landlords’
second homes
or property
empires.’

In the PRS, housing benefit flows
from central government through
tenants and onto private landlords.
While critical to preventing
homelessness, this money is’lost’ to
the public for good. By contrast, in
the social sector, housing benefit
payments are reinvested - cash flows
through tenants to social landlords.
In both cases, this money is either
spent maintaining the existing stock

PEN PROFILE

Scenario A:

or invested in building more social
housing - providing long-term value
to the public.

Because government also controls
social rent levels, if more people that
need housing benefit are in social
rented homes, government can much
more effectively control housing
benefit spend, rather than watch

it spiral out of control.

Thisis Jodie. Jodie’s rent for a 2-bed flat in Birmingham is £200 a week.
She’s only able to claim £172 housing benefit a week, so she’s got a shortfall

of £28 every week which she can't afford. She’s already renting one of the
cheapest homes in the area, so she's worried that she’s going to become
homeless. She's been struggling to cope with essential costs each month and

has cut down on meals and turned off the heating. Her landlord is using the rent
as seed money to buy up more propertiesin the area - pushing homeownership
out of reach for local people and causing rising rents.

Scenario B:

Jodie moves into social housing, where her rent is now £99 a week. She now
claims £73 less housing benefit than before, but it now covers the whole cost
of herrent. Jodie can now afford all the essentials, buy a new school uniform
to replace the one that was getting too small for her daughter and maybe even
start a rainy-day fund. Her rent goes to the council, who use it to build more
social housing, bringing down the cost of renting for everyone.




TOTAL NOMINAL HOUSING BENEFIT SPEND ON PRIVATE RENTERS, £BILLION
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Figure 3: DWP, Benefit expenditure and caseloads tables. *Data for 1989/90 includes housing
benefit spending for housing association tenants as well as private renters.

TOTAL SPEND ON TEMPORARY ACCOMMODATION PROVISION, £BILLION
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Figure 4: DBLUHC, Revenue outturn housing services.
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Social housing companies seeking to profit of f
investment creates council’'s desperation make millions

. h | charging nightly rates for temporary
Savings on homelessness accommodation.* Faced with arising

accommodation tide of homelessness and no social
housing, many councils are now on
The lack of social housing means the brink of bankruptcy paying for
that homelessness has more than terrible temporary accommodation,
doubled since 2010 and spending as many fear they will have to issue

on temporary accommodation has
increased by a staggering 62% over
the last five years.*? Cynical private

a section 114 notice either this year
or next.

Figure 5 - Source: NUMBERS OF NEW SOCIAL RENT HOMES

\ ial housing:
Aiveridibonieall DELIVERED SINCE 2010

on affordable
housing supply,
Table 1000. 35,000
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Figure 6-Source:
Households in TA: NUMBER OF HOUSEHOLDS IN TEMPORARY
DLUHC, Statutory ACCOMMODATION SINCE 2010

homelessness
statistics, Table TAL.  EEPREITN
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60,000
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Building just one set of 90,000 social homes would save councils £245m a year on
homelessness services - 10% of total spending last year -and result in £4.5bnin
savings over the next 30 years - over and above the housing benefit savings.3®
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people who were
street homeless
or in emergency
accommodation
died in England
in 2021

Social housing can improve
health outcomes and save
money for the NHS

Building 90,000 new social rent homes
could save the NHS £5.2 billion and
would lead to a substantial reduction
in annual health services usage of
£1,914 per household.*®

Being homeless on the street can be
lethal. In 2021(latest available ONS
statistics)an estimated 741 people who
were street homeless or in emergency
accommodation died in England and
Wales - 54% higher than when records
beganin 2013. This equates to two
people dying every day. The average
age at death was 45 for men and 43
for women - more than 30 years lower
than the average age at death of the
general population.®”

Being homeless and living in
temporary accommodation puts
children’s lives at risk. Between
2019 and 2023, homelessness

and temporary accommodation
contributed to 55 children’s deaths.3®
Unsanitary or unsafe conditions -
rooms caked in damp and mould,
infested with rats and cockroaches
- can exacerbate underlying health
conditions like asthma and contribute
to children’s deaths.

People in temporary accommodation
tell Shelter advisers that they live

in constant fear - never knowing
when they might next be moved on,
sometimes hundreds of miles away
from their support network, work

or schools. This can have a huge
impact on peoples’ mental health and
on their ability to work. Two thirds
(66%) of people living in temporary
accommodation report that their
physical or mental health has been
damaged by their living situation.>®

The insecurity of private renting -
worrying about facing a large rent hike

Brick by Brick 19

or being evicted for no good reason
- takes a toll on renters’ mental health.
Almost half of private renters (46 %)
say worrying about how they will pay
rent is making them feel anxious and
depressed.“® This can make it harder
for people to concentrate at work.“

Under the constant threat of no-fault
evictions, private renters are left
feeling scared to complain about the
dangerous and unhealthy conditions
in which they live. More than half
amillion private rented homesin
England(579,000) have hazards that
are so dangerous they are assessed
as‘a serious and immediateriskto a
person’s health and safety’.“? 1 million
private rented homes are categorised
as beingin disrepair, containing
hazards, and/or failing to provide
efficient insulation and heating or
modern facilities, such as a suitable
bathroom or placed toilet.*

Poor housing conditions cost the
NHS England a staggering £1.4 billion
ayear - putting a massive strain

on services.* Children living in bad
housing are twice as likely to suffer
from poor health than those living in
good housing and children living in
cold homes are twice as likely to suffer
from respiratory problems than those
living in warm ones.“® Damp and cold
conditions cause and exacerbate

lung diseases, and all lung conditions
cost the NHS £11 billion annually.*
Respiratory incidences and mortality
rates are higher in disadvantaged
groups and underserved communities.
The NHS emphasise that the equality
gap is widening and leading to worse
health outcomes with poor housing
being one of the main determinants
of this.”

Social housing has the lowest
proportion of non-decent homes and
health hazards of any other tenure.*®
This is why we need more decent,
genuinely affordable social homes.
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‘Evenif theyre

in school it's not
just the missed
days if they're
exhausted it’s
not just being
present its being
able to learn.

Social housing can boost
productivity and result in
better education outcomes

Half of teachers (49%) report working
with children who are homeless or
who have become homelessin the
last year.® This can inflict immense
damage on children’s education. For
instance, a shocking 91% of teachers
say children are coming to school
tired as aresult, while 86% say it’s
caused children to miss school.®

Shelter’s services have heard from
homeless kids forced to do their
GCSE homework on the toilet, as
there's no space in their homeless
accommodation - exams which
can have life-changing impact.

In Shelter’s previous report “Still
Livingin Limbo: Why the use of
temporary accommodation must
end”, one parent highlighted that
their child sleeps in school because

Social housing investment
is recession-busting
(counter-cyclical)

In uncertain economic times, some
developers scale back building. High
interest rates suppress demand for
private new builds which come with
apremium price tag. The cost of
retrofit and remediation divert cash
from new building. If builders slow
build out, this can lower demand for
builders, architects, etc. even as
prices remain stubbornly high.

Private housebuilding is cyclical:
demand for private sale (or affordable
homeownership products) goes up
and down with the wider economy

as house prices wax and wane.

they must wake up very early to start
their long commute®'. Another person
pointed out the impact on education:
“Evenif they're in school it's not just
the missed days if they're exhausted
it's not just being present its being
able to learn.”?

Constant moves in the private rented
sector can disrupt kids' education
-as children are forced to switch
schools and move away from their
friends and family because they can
no longer afford to stay in their area.
This can change the course of

a child’s life.

Poor or unstable housing leads

to lower economic contributions,
increased crime, and greater reliance
on public services. Cebr estimate
that building 90,000 new social
homes would reduce disruption

to education and lead to overall
savings of £2.7bn.

But investment - specifically in
social rent homes - is‘counter-
cyclical'- demand is insatiable
soyou canalwaysrent it out and
investment protects capacity in

the building system. Because other
“affordable” products are heavily tied
to the private market, they are not
‘recession busting’. Meanwhile, more
social rent can help reduce the burden
on councils whose budgets are going
to be under stretch fromincreasing
homelessness and demand for

their services in times of economic
need. Limited investment can also
keep private developers afloat - by
investing top up funding to convert
planned private homes into social
rent, developers can keep building:
protecting jobs and capacity.®®

Social rent is the key to unlocking growth across the country and to building
more resilient and stable communities that can weather financial storms.



PART II:

THE BRICKS T0
BUILD HOMES

1. SET A CLEAR AMBITION

It is not possible to increase overall housebuilding
without significantly increasing the supply of social
rented homes. The last time this country delivered
300,000 homes a year was 1969, when nearly half
of the homes were council built social homes.*
Today, net housing delivery stands at c. 234,000.%°

Delivering 1.5 million homes within
five years (i.e. by the end of the next
parliament) will likely be impossible
without government building social
rent homes and increasing grant
funding. Given tough economic
conditions, and stubbornly high
interest rates the only way to bridge
the c. 66,000 homes a year gap within
this timeframe will be to significantly
boost social rent delivery.

The reason we have failed to build
enough homes is an over-reliance on
the speculative development model:
where private developers buy land and
gamble that by building housing they
can sell parcels of that land at a profit.
For the developer to realise this profit,
the housing must be sold at a premium
because they need to cover the build
cost and the price they paid for the
land. There are usually only a limited
number of people in the local area that
can afford to buy at this price, despite
there being many people who need a
home but are priced out - this is what
developers call‘low demand'.

This incentivises developers to slow
building and drip feed homes onto the
market to maintain high house prices
and protect their profit margin, as
was highlighted in the Letwin review
and by the Competition and Markets
Authorities’ report.567

The only way to encourage private
developers to boost private build-out
is therefore to boost demand for
homes at premium ‘new-build’ prices:
increasing the amount that people can
borrow so that they can afford to pay
more for ahome or helping developers’
source wealthier customers overseas.
This defeats the purpose of building
more homes: it isimpossible to
improve affordability with measures
designed to sustain house prices.

Thereislittle pointinincreasing
housebuilding up to 300,000 homes
ayear if they are all market homes:
analyses show that this target number
of private homes would not improve
affordability.®®
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7

We need a
fundamental
rethink of the
housing delivery
model and to
stop relying

on speculative
development as
the only way to
get new homes.’

To start to make a dent, this target
would likely need to be significantly
increased and private developers
would need to be convinced to

work against the interest of their
shareholders/investors to drive
down the value of their product.

This is why “trickle down housing’
has failed even by its own goal to
boost homeownership. Conversely,
social rented homes directly improve
affordability for those that rent them,
and as there is nearly unlimited
demand for social rent there is

no need to drip feed.

Many commentators claim that all
we need to doistoincrease the
number of private homes by removing
planning restrictions. While planning
delays need to be addressed, the
evidence s clear: it is not possible
to improve affordability or unlock
growth only by letting private
developers build whatever they
want, wherever they want. Social
housing must be a fundamental and
significant part of the equation.

Others note that increasing overall
supply delivers more social rented
homes through section 106 developer
contributions. While this is true to

an extent, developers will seek to
minimise contributions: barely 3,500

WTcommuniTy [
|| TCENTRE !/

social rented homes were delivered
using developer contributions last
year(2022/23) as developers focused
on ‘affordable’ products or wriggled
out of commitments.®® This means
that the government needs to take
measures to secure more social rent
homes from developers - and see
the purpose of increasing overall
housebuilding as a way to secure
more social housing rather than
asanendinitself.

The last government set an
overarching target but with no clear
purpose, beyond helping people into
homeownership. The consequences
were dire: sky high rents, record
levels of homelessness and many
families closer to homelessness than
homeownership. Alongside a wider
target, the government must commit
to building 90,000 social rented
homes every year.

We need a fundamental rethink of the
housing delivery model and to stop
relying on speculative development
as the only way to get new homes.
This is why the government needs

to set out a clear ambition to end
homelessness and clear waitlists, or
the housing emergency will continue
to worsen. Everything flows from this
central ambition.
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2. INVEST IN SOCIAL HOUSING
WITH A REDESIGNED AFFORDABLE
HOMES PROGRAMME AND CHANGE
FISCAL RULES TO SUPPORT
SOCIAL HOUSING AND GROWTH

23

The government’s most direct lever to increase social
housebuilding is grant funding through the Affordable
Homes Programme (AHP). The government should
deliver a new, reformed 10-year Affordable Homes
Programme focused on the delivery of social rent
over other tenures. Alongside this, it should commit
to along-term rent settlement so social housing
providers and tenants have the confidence and
security to plan for the future. There is no way to

solve the housing emergency without this investment.

» Reform cost minimisation
rules - while social rentisnow ‘a
priority’in the Affordable Homes
Programme, and the £50 rule has
been scrapped in latest guidance

A redesigned Affordable
Homes Programme

- Improve grant rates & social
rent focus - social housing grant

only covers a percentage of the

cost of building a social home,

so providers must make up the
shortfall with other funds. They
borrow against future rental income
(money otherwise earmarked for
maintenance)and must ‘cross
subsidise’ - to build and sell private
homes to the highest bidder.

This makes social rent less viable.
Anecdotally, a social rented home
can be delivered in London in the
current programme for c. £180,000
grant per unit, far less outside
London.5° Recent Cebr analysis
assumed a higher average grant rate
of almost £170,000 across England,
with grant funding increasing to over
£252,000 per home in London.®’

-the current programme still uses
‘cost minimisation’to assess bids
made by councils and housing
associations for grant.5? This
prioritises bids that deliver the
most homes with the least amount
of money -the lowest ‘grant rate’.
Other tenures like Affordable Rent,
Shared Ownership or First Homes
require much lower grant rates
than social rent. As aresult, ‘cost
minimisation” makes it extremely
hard to get the funding needed

to build good quality, genuinely
affordable social housing.
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‘HAs and councils
must write
separate bids

for each pot

and change
overall plans to
fit a complex
web of funding
requirements’

« Commit to longer term funding

cycles - large housing projects can
take 5-10 years to plan and complete,
but historical funding has only

lasted 5 years. Recent UCL research
showed that a 10-year programme
would give developers certainty

to build more faster and would
encourage housing

associations to:8?

« buy land without planning
permission - hugely decreasing
the cost of development and
resulting in more homes built.

« take on a wider range of
sites, including larger sites
(boosting supply).

« build stronger long-term
partnerships with local authorities
and private developers to take on
larger, more complex sites.

« hire more staff(e.qg. inland
acquisition) to make better
land purchases faster.

And for councils apprehensive
about setting up housing delivery
arms after years of divestment, a
ten-year programme and ambitious
social rent targets would send a
strong message to get them

back into housebuilding.

» Have a single ‘front-end’ for all

housing investment, including net
zero funding - Housing development
is complex: a single project

may require transport, retrofit,
brownfield and levelling up funding
to get off the ground. Today, this
means HAs and councils must write
separate bids for each pot and
change overall plans to fit a complex
web of funding requirements.
Instead of having to adapt to
government working, social housing
developers should only have to apply
to a single location with a single
application - leaving the process

of identifying ‘where’ the funding
comes from up to civil servants,

within a specified Service Level

Agreement timeframe.

Replace competitive, short-term
pots with needs-based formula
as recommended by On Place.®

Flex rules so that AHP funding can
be used on acquiring and bringing
back into use empty homes or
retrofit where net additionality
rules are lessrelevant.

Change fiscal rules to
support social housing
and incentivise investment
ingrowth

We need investment to fuel our
economic machine - but despite
total investment in the UK being
significantly behind our nearest G7
competitor, most parties are planning
to continue plans to make further
cuts to government investment,
according to the Institute for Public
Policy Research (IPPR).®® The Housing
and Local Government department
has seen particularly harsh cuts
since 2010.%

This policy of cuts and no investment
has resulted in years of sluggish
growth and stubbornly low
productivity. This failure to invest
in the infrastructure which unlocks
growthis driven by government
policy. Different governments have
held themselves to self-imposed
(and often poorly designed) rules
that drive short-term cuts and
disincentivise long- and medium-
term investment. In particular, the
obsession with short-term debt
targets and announcement-driven
fiscal moments means government
has focused on cuts over long-term
investment.




‘Perhaps more
damaging is
the culture
these rules
create across
Whitehall as
civil servants
internalise
these
accounting
measures in
their decision
making: saving
money is more
important
than building
resilience or
driving growth’

Even the accounting methods

the government uses to measure
growth, productivity and relative

value of investments canin some
cases disincentivise investment.

For example, the Treasury Green

Book net benefit guidance explicitly
excludes macro-economic effects of
government spend on employment and
productivity because it’s hard to make
an objective comparison between two
projects.” Meanwhile, increase in land
values is used as a proxy for measuring
growth in the benefit cost ratio
measurement (BCR). By design, social
housing investment should result
inlower land values than a private
development, so this comparative
measure makes little sense.

Perhaps more damagingis the
culture these rules create across
Whitehall as civil servants internalise
these accounting measures in their
decision making: saving money is
more important than building
resilience or driving growth.

Others(e.g. On Place) have written
more extensively on what fiscal rules
need changing but Shelter supports
certain measures, including:

+ Design a‘Golden Rule’ that enables
investment in infrastructure, outside
of the debt reduction rules, to
prompt long-term growth and cut
costs long-term.®

+ Define housing investment -
specifically sub-market social
housing - as infrastructure
investment for the purposes
of this rule.®

« Consider using General Government
Gross Debt (which excludes public
corporations and is used by the EU,
the IMF and most OECD countries)
rather than Public Sector Net Debt
(which includes the entire Housing
Revenue Accounts of stockholding
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local authorities as well as Local
Housing Companies and ALMQOs)
for fiscal targeting.”

+ Reform HMT appraisals and move
beyond narrow Benefit Cost Ratios
(BCRs) - so that housing projects
are measured against their socio-
economic impact/value, not just
crude ‘value’ assessments like
land value uplift.

Boosting housing
associations’ financial
capacity: long termrents
and cheaper debt

Lack of grant means housing
associations(HAs) have had to cross-
subsidise (building private homes

for sale)and borrow heavily to fund
development. Recent interest rate
rises drove up debt costs so many
have hit their debt ceiling faster.
Higher costs, combined with major
safety and quality problems has
meant that large providers have had

to switch investment to existing stock.
Despite this, while councils gear up

to build, housing associations are in
pole position to deliver if the right
interventions are made to overcome
these challenges: they have the
structures, people and experience to
build, but they need measures to boost
their financial capacity.

More generous grant rates and tweaks
to the Affordable Homes Programme
will reduce debt reliance and help ease
the pressure and directly stimulate
building. Providers also need cheaper
debt so the government should take
measures to drive down the cost of
debt(e.g. extending debt guarantees
to all new debt).
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‘Affected
households lose

147

or more of their
housing benefit
entitlement
depending on
the number of
spare rooms
they are deemed
to have’

The lack of certainty about future

rents makes it hard to plan. However,
the government needs to balance this
against the impact on tenants and the
risk of increasing homelessness, so
to reach a settlement, two punitive
measures must first be scrapped:

» The Benefit Cap limits the maximum

amount of benefits that working-
age households can claimto £1,835
per month outside London or

£2,110 inside London, regardless

of the size of home they need or
number of children. A sharp rent
increase will result in more families
hitting the benefit cap, pushing
theminto arrears and towards
homelessness. Families in temporary
accommodation will fail affordability
checks for the social tenancies they
need to escape homelessness. In
2022/23 there were already 22 areas
in England where average council
rents were unaffordable for benefit
capped households.”

Fatemais alone parent

with three children living in
social housing. She cannot
work because she is caring
for her youngest child who
is under school age, so she
receives universal credit but
is subject to the benefit cap.
If Fatema’s rent increases,
her benefits income will not
go up so she will have to cut
back on other essentials.

PEN PORTRAIT EXAMPLE

» The Bedroom Tax limits housing

benefit for working age social
tenants classed as having a‘spare’
bedroom based on their household
size. If rents rise people already
hit by the bedroom tax will have

a bigger shortfall between their

income and their rent which could
result in homelessness. 373,000
social renters(12%) receiving

UC or legacy housing benefit are
affected.”? Affected households
lose 14% or more of their housing
benefit entitliement depending on
the number of spare rooms they
are deemed to have. Downsizing
israrely an option, due to the
shortage of suitable social homes
and as affected households may
have strong reasons for needing
an additional bedroom but are not
eligible for an exemption.

Gary livesin a 2-bed home
that he rents from a housing
association. Gary’'s work is
insecure, and his income
fluctuates month to month,
so he claims universal credit.
Gary’'s daughter froma
previous relationship stays
with him at weekends, so

he can’t downsize. Despite
this, Gary is affected by the
bedroom tax and the housing
element of his universal
credit is reduced by 14%

as aresult. Gary already
struggles so a further
increase to hisrent would

be unmanageable.

PEN PORTRAIT EXAMPLE

More generally, changes to the
rent settlement must ensure that
rents remain genuinely affordable.
This likely means maximum caps
onrentincreases. Thisis why

we recommend that the next
government sets up a Social Rent
Commission to review the current
rent settlement and give binding
recommendations.



‘Ramping up t N

Increasing investment in
social rent homes is critical
to boost social homebuilding

Increasing grant funding for social

rent homes, fixing our fiscal rules

and implementing along-term rent
settlement are central to reaching the
target of 90,000 social rent homes per
year after five years. Shelter estimates
that two-thirds of the 90,000 homes
would be grant funded (60,000). Cebr
estimated that constructing 60,000
social rent homes would require £11.8
billion in grant funding.”> More work is
planned to understand the full cost of a
renewed AHP which prioritises homes
for social rent and also considers other
tenures including affordable rent and
shared ownership.

The last time this country delivered
close to 60,000 grant funded social
rent homes was in the early 1990s.7
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Since then, there has been a series of
policy changes that has seen funding
de-prioritised away from social rent
towards other‘affordable homes’,
including affordable rent and shared
ownership products.

Ramping up to 60,000 grant funded
social rent homes per year in five years
is ambitious but achievable. Last year
around 4,000 social rent homes were
delivered using grant funding.”® We
assume that delivery could increase
at the same rate as the last two years
(63% increase) until year two.”® This is
areasonable assumption as the
number of grant funded social rent
starts on site continues to increase
across England, with a doubling of
startsin Londonin the last year.”

We assume a slower rate of increase
(27-30%) in years three, four and five
until reaching 60,000 homes in year
five (see Figure 7).7

THE FIVE YEAR TRAJECTORY TO DELIVER 90,000 SOCIAL RENT HOMES

100,000
L1

grant funded
social rent
homes per year
in five years is
ambitious but
achievable.
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Figure 7-Shelter’s trajectory to ramping up to 90,000 social rent homes in five years with a focus
onincreasing grant funding and developer contributions, Source: Shelter analysis of dataand
findings from DLUHC, Cebr and Arup.
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‘The cost of
residential land
has continued
to increase and
in 2023 was
valued at

£49
trillion

3. UNLOCK OUR LAND SYSTEM

The cost of land is a major
barrier for building social
homes in England

The staggering growth in land and
property pricesinrecent decades
has fuelled the housing emergency,
as homes have become less and less
affordable. As well as driving up rents,
increasing land values have also
driven up the cost of development.

In 2023, the cost of land had risen

to over 70% of the price paid fora
new build home, according to ONS
figures.” The cost of residential land
has continued to increase and in 2023
was valued at £4.9 trillion (over two-
fifths of the UK's total net worth).8°
The price of land directly reduces
the amount of social housing that
councils, housing associations

and private developers can build.

THE GROWING COST OF RESIDENTIAL LAND, £TRILLION




‘Residential
land values
areup to

93

times

higher than
agricultural or
industrial land’

What'’s wrong with our
land system?

A core principle of an efficient
economy is that investment should
go toward productive activities
which add value to the economy
(e.g. employment), unlock further

investment or address social inequality.

Any government seeking to improve
the economy should therefore root
out rent-seeking’ behaviour: when
those with wealth use their resources
toincrease the ‘rent’(economic return)
from an asset without contributing to
its productive capacity, making the
system more inefficient and unequal.®'
In the land system, this manifests as:

« Investors buying up land to ‘bankit’
(artificially driving up the price by
withholding it from those that
would build).

» Speculators buying sites/parcels,
securing planning permission and

We need to capture land value
uplift to build social homes

Land value upliftis the increasein
the price of land that happens when
planning permission for residential
use is granted. Residential land
values are up to 93 times higher
than agricultural or industrial land
so when the government grants
planning permission it effectively
gifts the landowner millions of
pounds for doing nothing.®®

Land value capture (LVC) measures
aim for the government or community
to get some of the ‘uplift’in value, to
use on socially or economically useful
projects (like social homes).%¢ LVC
mechanisms can also discourage
‘rent-seeking’ behaviour by changing
landowners’ expectations of what
a’fair price’is.¥
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selling on at a profit, with
no intention to build.8?

» Landownersrefusing to sell at a fair
price, convinced they could secure
more profit (even if the scheme could
not go ahead at that price).

This rent-seeking drives further
economically inefficient behaviour
such as:

« Developers buying up land in high-
demand areas and building only top-
price investment flats(restricting
land for more affordable tenures that
have greater social value thus limiting
further economic activity, e.g. nurses
and teachers being able to get to
work and fuelling local
land prices).

Developers building leasehold
houses with excessive ground rents
(maximising return for no further
productivity).8

There are many forms of LVC,
including Section 106 affordable
housing contributions and the
Community Infrastructure Levy(CIL),
in which councils require homes or
funding from developersin return

for planning permission.8® These are
imperfect mechanisms that need to be
improved to capture greater value (see
the planning section). Other measures
include removing ‘hope value’ for
compulsory purchase and a land value/
property tax(see overleaf).

Badly conceived or implemented
planning reform can incentivise
rent-seeking behaviour: for example,
owners of brownfield land knew that
they could only expect existing use
value when selling. But recent changes
to permitted development rights,8®
and government’s ‘brownfield-only’
approach, could increase the price



30  Brick by Brick

‘Civitas
estimated that
the removal of
hope value
could slash

38%

off the total
development
costs of amass
scale building
programme.’

that landowners expect when selling
and may have unwittingly driven up
land prices. Evidence suggests that
political focus on brownfield has
actually driven up land values and so
created a less efficient land system.®®

Support councils to use
‘Hope value'rules to help
build social homes

A major barrier to social
housebuilding is ‘hope value’, a 1961
rule that forced local authorities to
pay a high premium for land when
using Compulsory Purchase Orders
(CPOs) - as if they were building

luxury homes. This made it impossible
for councils to negotiate on land
purchases. Civitas estimated that the
removal of ‘hope value’ could slash
38% off the total development costs
of amass scale building programme.®

There is now a clear avenue to
remove ‘hope value’ for development
that serves the public interest

like a school, GP surgery or social
home. Through the Levelling Up and
Regeneration Act, when negotiations
with landowners fail (and as a last
resort), local authorities can now
apply to the Secretary of State to get
‘hope value’ removed when using CPOs
to buy land in the public interest.®?

If approved, the local authority will
pay a fairer price for land as it would
be at, or closer to, existing use value.

Recent analysis by Arup suggests that
anincrease in the use of the new CPO
powers could lead to an additional
4,000 social rent homes per year by
2029/30. Even with this conservative
estimate, this would be equal to

over two-fifths (42%) of the total
social rent homes delivered last year
alone.® With the right interventions to
support councils, the number is likely
to be higher if properly backed by
central government and with further

CPO reform aimed at social housing
delivery. Allowing councils and
development corporations to pay land
at existing use value, as set out below,
will also help with any future plans for
new towns.

These new powers need to be tested
in the courts and the government
should back enterprising councils
to use them. If reasonable attempts
by alocal authority to purchase

land on the open market have been
obstructed or ignored,®* ministers
should swiftly support the bid to
remove ‘hope value’. DLUHC should
issue guidance on how to use the
powers, with examples, to send a
strong message to local authorities.
DLUHC should also provide funding
resources and legal expertise to
support local authorities with any
legal challenges and Homes England
should directly work with a council
to take forward alandmark test
case. See Part ll, Section E on further
measures to support councils with
CPOuse.

The absence of ‘hope value’ proved
critical in building New Towns post-
war. Development corporations
bought land at existing use value and
sold off parcels to developers, so the
uplift in the value of the land due to
inclusion in the new town'’s plan could
be reinvested in delivering social
housing and vital infrastructure.

The benefits of this model can be
very long term: at Letchworth Garden
City, income from leaseholders and
rents was used to pay off the loans
which funded the town’s development
and then to fund services and
improvements to the town over

time and continues to accrue to the
Treasury.®® Keeping the amount paid
for land low means that the benefit

of its upliftin value, once developed,
goes to the community and can be
used directly to fund building social
rent homes.



‘The value
ofland as a
proportion
of UK GDP
grew from

L37%

in 2001 to

60%

in 2022/

Reform property taxes
to help fund social housing
and capture land value

A fairer land tax could fund new
social homes and ease the unequal
tax burden that falls on those with the
least property wealth. Most property
wealthis held in already developed
land but the tax system has failed

to capture huge price increases.

The value of land as a proportion of UK
GDP grew from 43% in 2001to 60% in
2022.%% Yet the proportion of revenues
gathered from property and land taxes
remains similar: council tax, business
rates and stamp duty on property
transactions combined constituted
8.4% of tax take in 2000/1 compared
t08.6% in2021/22.%7

Council tax is a hybrid between
aproperty tax and a charge for local
services. It is highly regressive
relative to income and based on
property values which are more than
30 years old. People in the wealthiest
parts of England, where land is most
expensive, pay lessin cash terms

and as a proportion of their property
value than people in the least wealthy
areas.® Council tax places the burden
of payment on occupiers rather than
owners. Itis therefore very regressive
for people on low incomes who are
disproportionately likely to be renters,
and government cuts since 2010 mean
fewer people can get help with paying,
even if they are entitled to it.

Making council tax more proportionate
to property values would not just be
afairer way to fund local services, it
would also offer the opportunity to
raise additional, ringfenced revenue
for social housing delivery.

Many models of reform have been
proposed,® but a radical redesign
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of the property tax system would offer
the greatest opportunity to make it

fit to meet the challenge of delivering
more social housing. The Proportional
Property Tax(PPT), as advocated for
by the Fairer Share campaign, would
abolish council tax and stamp duty
land tax, replacing them with a levy

on the cost of a property. Under these
proposals, 75% of households would
pay less tax than they currently do and
payment would shift from occupiers
to owners.”® PPT is also projected to
bring up to 600,000 empty and second
homes back into use as permanent
residences.” By encouraging owners
of long-term empty homes to sell, this
would enable social landlords to buy
and convert these propertiesinto
social rent homes.'”? The overall level
of PPT could also be set to ensure it
raises revenue for more social homes,
e.g. by ringfencing a proportion of

the proceeds.

Safeqguards would be needed to ensure
struggling renters and lower-income
households are protected, e.g. allowing
people to defer liability for the tax until
their home is sold.

Fairer taxation should also incentivise
landowners and developers to speed
up build out. There are estimated to
be over a million unbuilt homes with
planning permission granted since
2010-11.% The government should
empower local authorities to charge
council tax (or PPT, if implemented)
on every unbuilt development from the
point the original planning permission
expires, as called for by the Local
Government Association (LGA).™°

This would provide additional revenue
for delivering social homes as well as
discouraging developers from holding
onto land for long periods

without building.
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‘The government
could lead

the way by
producing a
national map

of publicly
owned land.’

Create a comprehensive
land register to improve
land transparency

Changes brought in by the Levelling
Up Act to make ownership and
control of land more transparent

will make it easier for local planning
authorities to designate land for new
housing, addressing the imbalance
of market knowledge between
developers and councils. Currently,
developers often hold ‘options’ on
land which mean that they have

the right of first refusal if the land
were to be sold in future, but these
agreements are not always made
public. The Land Registry also
remains incomplete, with around
15% of freehold sites not covered
meaning ownership is obscured from
public view."%® This prevents councils,
communities and smaller builders

from assembling for housing,as it
is hard to know who owns plots or
whether they are subject to options
agreements.

In future, contractual controls on
land will need to be registered on

the title deed in the Land Registry.

By adding details on these controls
to the Land Registry, councils will be
able to make Local Plans with a far
better knowledge of who controls key
local sites for housing. The Levelling
Up Act also gives the government
powers to require registration of land,
and utilising those powers to make
registration of all sites compulsory
would greatly help identification of

‘grey belt’ sites for new homes.'’® The

government could lead the way by
producing a national map of publicly
owned land.””’



‘The 2022
review of the
public land
for housing
programme
showed

that just

&%

of the homes
planned to be
built through
the life of the
programme
(2015-2020)

were for
social rent’
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Change land disposal rules to
ensure public land is focused
on social rent, not sold to the
highest bidder

The last government pressured
councils to sell off land - a vital
resource - for the highest price.!®
The 2022 review of the public land for
housing programme showed that just
4% of the homes planned to be built
through the life of the programme
(2015-2020) were for social rent (5,628
out of 129,000)."°° Public land should
be prioritised for social good - and
councils should use their land to

build social homes.

Release the ‘grey belt’
and ensure councils secure
the land value uplift

Our green spaces should be protected.

However, a lot of so-called green

belt is better described as ‘grey-
belt’ - petrol stations, carparks

and brownfield sites inaccurately
designated as’‘green’. A sensible
approach to green belt release could
help solve the land puzzle and help us
get more genuinely affordable social
homes and make more accessible
green spaces at the same time.
Critically, arbitrary green belt rules
can lock underprivileged communities

out of any green space, as the only
way to build social housing in many
areas is to build up in already
densely populated areas.

However, where grey belt land

is redesignated for housing, it is
important that the land value uplift
inthese areas is not entirely captured
by private actors - and that councils
and the public benefit from their
decision to release green belt:

« Introduce localised land value taxes
around green belt areas that have
been designated for release.

« Encourage councils to use their CPO
powers to buy land before they're
re-designated so that it can directly
capture the land value uplift.

« Apply the proposed 20% social
rent requirement for all large
housing developments (set out
in Part ll, Section D), to any green
belt released for development.

Unlocking land for social homes and
capturing the benefits of rising land
values is crucial to finally ending
the housing emergency in England.
Central government must act to
ensure the changes brought by the
Levelling Up Act lead to more land
being available and affordable for
homes for social rent.
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'In 2022,

40%

of local plans
had not been
adopted within
the previous
byears.

4. REVITALISE AND UNBLOCK
THE PLANNING SYSTEM

In recent years the government has had no clear
housing strategy, beyond increasing the number

of units. There has been no goal to end homelessness
or clear social housing waiting lists and no formal

aim to improve affordability. This lack of strategy

has been most obvious in its haphazard approach

to planning reform. We need a functioning planning
system that builds the right homes in the right places.

Some developers and landowners
say it takes too long to get planning
permission for large or complex
sites. Local authorities complain that
developers fail to build out when they
do grant permission, preferring to
drip feed the market to keep prices
high. Meanwhile, cash strapped
councils don’t have the resource

or expertise to challenge private
developers when they claimit’s
impossible to build any social homes
in their viability assessments.

These are symptoms of a broken
planning system.

Focus national planning
policies on ending
homelessness and housing
everyone on social housing
waitlists

National policies like the Local
Housing Need (LHN) assessment, the
National Planning Policy Framework
(NPPF), and - when introduced -
National Development Management
Policies (NDMPs)all hugely impact on
the type and number of homes built.

Since it was first published in 2012,
the NPPF has been updated five
times. This constant tinkering causes

confusion and delays as councils and
developers scramble to adapt to new
rules. A new government must set
out its stall on planning reform early
on and commit to this long-term. For
example, the government could use
NDMPs and the NPPF to set minimum
levels of social rent and should only
override local plans if it were to
result in a more ambitious

delivery plan.

The most direct lever to incentivise
social housebuilding through the
planning system would be to revive
and update how the standard method
of Local Housing Need is calculated
toinclude the need for social rent
homes, calculated on local levels

of homelessness and humber of
households on waiting lists.

The government could then use
national policy to ensure that local
plans are updated to meet this
redefined housing need (and boost
local authorities’ planning capacity).
In 2022, 40% of local plans had not
been adopted within the previous

5 years."? An out-of-date plan can
result in fewer homes and lead to
failures in identifying sufficient land
supply, especially for social homes
(e.g. through compulsory purchase).



‘But this
system can
deliver more
social homes if
we strengthen
councils’ ability
to challenge
developers'

Empower local authorities
to challenge developers to
deliver more social homes

Since 2013/14, Section 106 planning
obligation agreements have delivered
44% of the total 76,295 social rent
homes delivered and 43% of all
affordable’ units." But this system
can deliver more social homes if
we strengthen councils’ ability to
challenge developers(and increase
build-out speed/overall delivery).
There are three key measures to
achieve this:

1

1. Boost resource funding for Local
Planning Authorities (LPAs) so
councils can challenge private
developers - Local Planning
Authorities often struggle to retain
and recruit the staff to make swift
planning decisions, set stronger
conditions and ensure private
developers deliver their planning
obligations. Between 2009/10 and
2019/20, net spending per person
on planning by councils fell by 59%,
the steepest cut experienced by any
local authority service according to
the Institute for Fiscal Studies."?
This lack of funding severely
hampers councils’ability to
plan for the right homesiin
the right places.

2. Introduce a duty to require 20%
onsite delivery of social homes
on large sites - developers price
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in three things into their profit
calculations: a)the cost of land;

b) the cost of affordable housing
contributions and c) the cost of
building. In high-value areas, they
see cost a)and ¢)as immovable but
know that they can likely negotiate
away the cost of affordable

housing contributions b). However,
if councils had a‘duty to require’
private developers to deliver social
rent homes on large sites through
legislation or national policies (e.g.
National Planning Policy Framework
or NDMPs), this calculation would
fundamentally change: knowing
that they cannot renege on their
s106 contributions, developers
would be forced to either innovate to
reduce build cost (e.g. through MMC)
and/or to lower the amount that
they offer to pay for land (creating
acooling effect in the land market).
Critically, onsite delivery of social
homes also helps to build mixed
communities.

. Explore top up grant for distressed

developers/sites - some local
authorities already use grant to
top-up section 106 contributions
(although this approach delivers
less than 1% of social rent homes).™
Where a developerisindistress,
top-up grant could be used to
convert planned homes into social
rent and can reduce the scope for
viability to be a barrier for

social housing.
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Could Planning Contracts
offer a route forward?

We need a system that delivers a)
the right homesin the right places;
b) swift planning decisions and c)
ironclad developer contributions.
The adversarial approach we have
today does not deliver this. One
solution is the ‘planning contract’
where developer and council sign
a contract, in which the developer
agrees to:

« adhere to pre-defined community
engagement principles, design
principles and infrastructure
requirements.

« aminimum % of social rented
homes, delivered early on
and onsite.

a higher planning fee.

deliverin full within an agreed
timeframe / to hit defined

milestones, with sanctions/
forfeitures on any failure to
deliver(i.e. no reneging).

The council agrees to:

« anagreement in principle and
fast track/prioritise any formal
approval process.

- clear service level agreements
with sanctions/forfeitures on
missed timeframes.

« invest the higher fee in further
planning or delivery capacity.

The legal(and enforcement)
mechanism would require further
investigation, but the fundamental
principle, of higher fees, faster
approval and non-negotiable
commitments could speed up
build out while securing more
effective outcomes for
communities and councils.



“Typically,
homes built
through PDR
are worse
quality and fail
to meet space
standards,

as the
government’s
own report
shows.’

Reverse some recent
planning reforms and change
what happens when local
authorities fail to build
enough homes

Exempt social housing requirements
from the ‘tilted balance’

While the LHN formula identifies

how many homes a local authority
should plan for, the Housing Delivery
Test(HDT)assesses whether enough
homes have been built by developers/
housing associations etc. inalocal
area. If only 75% of that target is hit
(and regardless of the cause)the

local authority is forced to accept a
‘presumption in favour of sustainable
development’ on future planning
applications. In this scenario, all
planning applications must be granted
unless the site is protected under the
National Planning Policy Framework or
the adverse impacts of development
significantly outweigh the benefits.
This'tilted balance’ completely
removes locally set affordable housing
requirements in favour of the NPPF’s
minimum 10% threshold. There is
therefore also a potential perverse
incentive for developers to hold

back delivery to trigger this test.

At the very least, government should
ensure that local affordable housing
requirements, which includes social
rent, are exempted from this

‘tilted balance’.™"

Revamp the Brownfield Land Release
Fund and reverse recent changes

Itisimportant to build on brownfield
land where possible, but recent
proposals to apply the tilted balance

to brownfield land within England’s
main urban areas (even if these local
authorities pass the Housing Delivery
Test and have up to date local plans)are
problematic. This would subordinate
social rent delivery and could

reduce the standard of new housing
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developments." The LGA question
if these reforms would actually be
successfulin achieving their aim of
maximising housing delivery, even
when judged independently of the
tenure of homes it delivers.'”

Instead, government should revamp
the Brownfield Land Release

Fund." The fund provides capital

for acquisition and remediation of
brownfield sites, and the delivery of
transport infrastructure and place-
making, community initiatives. This
pot should be increased and made
non-competitive, and should include
arequired percentage of social rented
homes. This provides fairer access to
local authorities and SMEs.

Reverse changes to Permitted
Development rights (PDR)

Homes built through Permitted
Development don't go through the
usual planning process and are

not subject to affordable housing
contributions. Typically, homes built
through PDR are worse quality and
fail to meet space standards, as the
government’s own report shows."%120
There are horror stories of private
companies using PDR to turn offices
into ‘'human warehouses’, charging
local authorities exorbitant rates for
use as terrible-quality temporary
accommodation, such as the infamous
Terminus House.””!

Despite this, recent governments have
extended PDR to fast-track office to
residential conversions of any size.

As noted in the land section, this could
even worsen land affordability if it
changes what landowners expect

to be paid for their land. Rather than
trying to circumvent the planning
system, the government should
instead incentivise good quality
conversion within the planning
system by speeding up the process
rather than creating carve outs.
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25,300

social rent
homes could
be delivered if
councils had a
duty to require.

For example, inreturn for fast
approval, the NPPF could require
conversions to come with appropriate
health and education facilities, and
where possible the construction of
more social homes.

Reform Section 106, don’t scrap it
with an Infrastructure Levy

The Levelling Up and Regeneration
Act proposed replacing section 106
with a new ‘infrastructure levy’. The
levy would effectively be a tax on the
sale of the new private homes built
by a developer. Shelter has previously
raised concerns that it could disrupt
supply as councils and developers
adapt to the new system - with no
guarantee that it would deliver more
social homes. The Infrastructure
Levy should not be implemented:
instead, the government must
empower local authorities to make
section 106 fit for purpose. At the
very least if the infrastructure levy

is adopted, it must be done so in such
away that guaranteesit delivers
more social rent homes than the
systemit replaces.

Developer contributions are
avital lever for increasing
overall delivery

Shelter’s analysis assumes that an
estimated 24,000 social rent homes
(around a quarter of the 90K target)
could be delivered per year by year
five of a delivery plan using developer
contributions. Thisrepresents a
significant increase from the current
number of homes delivered using

Section 106 (around 3,500 homes) but
areductionin the overall proportion
of homes funded using developer
contributions(currently

around 38%).?2

Developer contributions could

play a biggerrolein the delivery

of social rent homes if the National
Planning Policy Framework (NPPF)
was amended to require a minimum
proportion of social rent homes.'?3
Arup’s recent analysis estimates that
25,300 social rent homes could be
delivered if the NPPF was amended
to stipulate that a duty to require
aminimum of 20% of homes on
larger developments should be for
social rent.””* Our analysis assumes

a slightly more conservative figure
for developer contributions to take
into account possible challenges with
implementation and genuine viability
issues. We estimate that around

half of the 24,000 homes could be
delivered by private developers

with councils, housing associations
and community groups also
benefiting from increased

developer contributions.

The housing emergency is caused
by a chronic failure of successive
governments to build enough
social rent homes. ‘Planning
reform’ has become a byword for
expand private housing instead of
securing genuinely affordable social
rent homes. It is time for change.
Government must orientate the
planning system to maximise
social rent.



'In2022,

40%

of local plans
had not been
adopted within
the previous
byears.
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5. BOOST COUNCIL HOUSING
TO DELIVER SOCIAL HOMES

Councils will be critical in
increasing social rent supply

The government must be ready to
commit to a council housebuilding
renaissance. Fifty years ago (in 1974),
councils directly delivered nearly
100,000 social rent homes.'” But, last
year, local authorities were only able
to directly deliver 8,900 affordable
homes, including 2,500 social rent
homes."?%In 2022/23, only 80 out of 317
local authorities in England directly
delivered social homes. The majority
(55%) have failed to deliver a single
social home in the last five years.'”’

To balance budgets after years of
funding cuts, local authorities were
forced to shut down their building
operations, transfer their council stock
to housing associations or focus on
building private homes for sale.

Council homes sold or demolished have
not been replaced - leaving councils
with nowhere to house homeless
families other than expensive
temporary accommodation.?®

This causes avicious spiral: the

lack of social homes resultsin rising
homelessness, which costs councils
millions and whichin turn prevents
them from prioritising the delivery

of genuinely affordable social homes.
It doesn't have to be this way.

Local authorities need a
comprehensive plan that addresses
the funding and resource challenges,
stops the loss of social homes

and removes barriersin the land

and planning system. The policy
interventions outlined in this section
could help the new government to
deliver 34,000 council social homes
ayear by 2030.

250,000
Local Authorities social rent
200,000
. Housing Associations social rent
150,000
100,000 |
50,000 |
25,000
0582$$s$8ﬁ§R8§88§$35§$P—,ﬁ,‘+’%’ﬁ
S $EBB8E2sEE888E8888:2E8¢E888EE8EE &8

Figure 9: ONS housebuilding before 1991and DLUHC Table 1013 after 1991. DLUHC figures for new
social housing includes acquisitions (in addition to new builds).
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‘In the 1950s
councils
delivered on
average almost

150,000

social rent
homes
every year.

Shelter commissioned research by
Arup, a global engineering, planning
and sustainable development firm,
to identify interventions that would
remove barriers and kickstart a new
council building renaissance.

Along with the commission and
Shelter analysis published earlier
this year on long-term empty homes,
which can help councils achieve the
34,000 target by 2030, there are ten
key measures to remove barriers to
council building:

1. Prioritise the building of social
homes in national and local
policies - this includes directives
set from the most senior levels of
government to jump start a council
building programme and adopt
pro-social housing policies.

2. Suspend Right to Buy for all
new and existing social homes
- to protect communities and the
families that need a genuinely
affordable home today and
tomorrow, the programme
should be suspended.

3. Increase resource funding for
councils to recruit and strengthen
their in-house expertise - many
local councils do not have the
appropriate experts or manpower
on staff to deliver social homes
and need supportinfilling
these gaps.

4. Support Local Planning
Authorities to upskill Planning
Policy and Development
Management Teams - this
expertise gap needs to be
addressed to get Local Plans
in place and to enable speed
and efficiency in processing
planning applications.

5. Create a new national strategy on
land to increase transparency of
what land is available (including
brownfield and ‘grey belt’).

6. Introduce a support package to
encourage and enable councils to
use their CPO powers - DLUHC and
Homes England need to take the
lead in supporting councils to use
Compulsory Purchase Powers to
acquire land, including subsidised
legal advice and government-
backed liability insurance.

7. Increase AHP funding and
restructure AHP rules - to ensure
providers can deliver social homes,
including local authorities.

8. Make more low interest loan
funding available to councils -
so they can borrow more, access
lower interest loans from the
Public Works Loan Board, and
longer repayment plans to make
building financially viable.

9. Create a central government
programme to support councils
coordinate and pool resources
together (agglomeration) - to
help reduce the cost of building
materials and labour, as well as
expertise shortage.

10. Instruct Homes England to adopt
a Social Housing Contractor
Framework - to provide a platform
and resources for councils to
help reduce costs and set some
stability for long term planning,
including preapproved suppliers.

These measures would enable
councils to deliver significantly more
social rent homes than current levels.
Shelter’s plan assumes that councils
could deliver around 34,000 social
rent homes per year by year five of a
delivery plan, including almost 25,000
(72%)that would be grant funded.'?®

Although a significant increase

from current delivery(2,500), in the
1950s councils delivered on average
almost 150,000 social rent homes
every year due to the political will,
funding and capacity within councils
to build social housing at scale.”*°



‘The Prime
Minister must
charge the
Cabinet with

a mission to
deliver a council
and social rent
renaissance.’

Prioritising social
housebuilding in local and
national policies is critical
to getting a mass scale
council building programme
to deliver social homes off
the ground

Council building will only get off

the ground if national and local
government make a firm commitment
toincreasing social housing supply,
with a clear strategy for councils

to deliver. The Prime Minister must
charge the Cabinet with a mission

to deliver a council and social

rent renaissance.

Alongside the national and local
planning policies set out in previous
chapters, councils should appoint

a social housing czar who, with the
leader of the council, would champion
and oversee the increased delivery

of social rent homes.

Suspend Right to Buy
to stop the bleed

Itisimportant to protect existing
social homes. In the last decade,
there was a net loss of an astonishing
260,000 social rent homes after sales,
demolitions and conversions to other
tenures.®'Right to Buy is the single
biggest driverin the loss of social
homes.”? Since the programme was
introduced, over 2 million social
homes have been sold, with only 2%
of these replaced.™’ As one council
stated in the Housing Forum paper

‘Reforming the Right to Buy', it can take

6 social home sales to provide enough
funding to build a new one.”* Councils
rightly fear that homes they build will
be sold - exactly as is happening at
the award-winning Goldsmith Street
in Norwich.
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There are three policy options
to mitigate this:

1. Completely suspend Right to Buy
for all new and existing social
homes, saving an estimated 10,100
council-owned social homes per year
(Recommended).

2. Suspend sales of new social homes
for at least 10 years, saving an
estimated 5,400 social homes
by owned by councils per year.

3. Allowing councils to use 100% of the
salesreceiptstoreplace the social
home, saving a mere 1,000 social
homes per year.

Instead of Right to Buy, the
government could help social tenants
to buy a private home by exploring
anational ‘Social Tenants’ Deposit
Scheme’. This would be a national
version of existing local council Cash
Incentive Schemes in which tenants
eligible for Right to Buy are gifted
alump sum(e.qg. ¢.£16,000-30,000)

for adeposit to buy a private home
instead of exercising their Right

to Buy. In these schemes thereisa
limited central pot each year, to control
overall expenditure.”*® This would be
significantly cheaper than Right to Buy
and protect existing social rent homes.

Shelter’s plan for delivering 90,000
social rent homes per year assumes
that Right to Buy would be suspended
to prevent the loss of Arup’s estimate
of around 10,100 social rent homes

per year.” Shelter urges the new
government to protect communities
and the families that need a genuinely
affordable home today and tomorrow
by suspending Right to Buy for all new
and existing homes.
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‘The new
government
must boost and
upskill councils’
management
and build teams.’

Councils and local
planning authorities
need to be resourced

Councils and local planning
authorities are unable to recruit the
right staff with planning, financing
and construction expertise to build
the social homes we need. This is
partially due to a lack of funding from
government, but also competition
with the private sector when hiring
for these roles.

A 2023 Local Government Association

(LGA)survey showed almost 1in 5
council leaders and Chief Executives
thinkitis likely they will need to issue
Section 114 notices due to funding
constraints.””’ The lack of robust
delivery and management teams
and legal experts makes building a
daunting task for many councils but
also affects management of existing
and new properties. LGA research
shows that 66% of senior managers
were not sufficiently qualified to
meet new requirements."®

There is a high demand for much
needed expertise ranging from
surveyors, designers, finance, and
viability and construction specialists.
This not only can contribute to the
economy but can help councils

meet local housing need. The new
government must boost and upskill
councils’ management and

build teams.

‘Twin challenge’ of delays
and out of date local plans
need to be resolved

The planning system has long
processing times as Local Planning
Authorities lack the capacity to
determine applications fast enough.
Many local plans are also out of date,
don't accurately reflect the types of
homes needed to meet housing need,

and/or fail to identify a strateqgy
to bring sufficient land forward.

While this ‘twin challenge’ affects

all development, these barriers
particularly affect councils looking
to deliver social rent homes. LPAs
development management teams
need funding and resources to keep
the system moving.

Additional capacity is needed in
Planning Policy Teams to get local
plans - the bedrock of any local
housing strategy - into shape.

While there are current programs in
place like the Planning Skills Delivery
Fund,” a future government needs
to commit more funding to the
Delivery Fund or similar initiatives.

Land availability and
high land costs hold back
councils from delivering

In UCLs latest report onlocal
authority direct delivery, 57%

of authorities identified the lack of
land as a significant barrier, along
with 56% of authorities stating that
high costisanissue.”’ |t is also
difficult for councils to understand
what land is available/viable to
develop given the cost.

As noted previously, a
comprehensive register of land,
measures to capture land value
capture (including removal of ‘hope
value’) and grey belt reform will be
critical. Moreover, government land
must be used to deliver genuinely
affordable social homes rather than
sold off at the highest price.

Meanwhile, the government should
back councils to use new ‘hope
value rules’. As noted above, Homes
England should partner with local
authorities in applying for a directive
and setting legal precedent. The
government should also back two



‘Arup’s analysis
shows that
implementing
these two
measures

can deliver

4,000

social homes
peryear.

additional proposals to encourage
councils to use these powers:

1) Provide subsidised legal advice

to councils seeking legal advice

on processes or challenges; and

2) Provide Government backed

liability insurance to boost council’s
confidence in using these new powers.

Arup’s analysis shows that
implementing these two measures
can deliver 4,000 social homes per
year by decreasing development cost
by 15% and reinvesting it back into
social rent delivery.

Restructuring the AHP
to support council delivery

Anincrease in AHP funding also
needs to be accompanied by a
restructuring of the programme itself.

+ 10-year program to promote
long term planning and give
councils confidence.

» Devolution to regions and Combined
Authorities, similar to the powers

Grant funding is estimated to only
cover around 50% of build costs of
anew social home, leaving councils
and housing associations with a
funding gap that they have to make
up somehow (e.g. by selling private
homes to cross-subsidise, or through
loan funding)."?

To close this funding gap, there are
two options for Councils: 1) borrow
from the Public Works Loan Board
(PWLB); or 2)take out private loans.

Government can improve Council’s
borrowing by setting more favourable
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Investment is crucial to
council delivery

A government commitment to a new
Affordable Homes Programme (AHP),
with anincrease in grant funding, is
essential to delivering 90,000 social
homes year for 10 years. This funding
would support councils to deliver
34,000 socialrent homes a year.
Modelling by Arup shows that this will
need £6.2bn in grant funding, with an
additional £6.2bn from another source
such as loans from the Public Works
Loan Board.™

and privileges London and the GLA
have. This includes allowing the
Mayors to have a more strategic
role on funding decisions.

Bidding and funding awarded based
on longer term planning and not just
scheme by scheme, which supports
a national long-term housing plan.

Approval process returned to
DLUHC from HM Treasury.

terms through the PWLB. Councils
need security when borrowing,
including lower interest rates and
longer-term repayment periods.'
This would allow them to borrow with
confidence to plan for the future and
not be saddled with high interest rates
and crushing minimum payments.
The PWLB already offers a discount
of 0.4% for schemes that deliver
social rent. However, there should
be areview on potentially furthering
discounts and extended repayment
options to give Councils arespite
from financial pressures.
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‘With only

25%

of councils
delivering social
rent homes last
year, central
government
needs to be bold
and ambitious
and set a clear
mandate to
ensure councils
prioritise
delivery of
social homes.’

Rising costs of construction
can dampen ambitions for
council delivery

Labour and building materials
costs are forecasted torise by 15%
over the next five years, creating
significant viability challenges for
councils and developers.'*

Shelter recommends two policy
interventions to reduce councils’
build costs:

1. A programme to support councils
pooling resources together to
reduce the costs of building
materials and labour. Modelling
shows this measure can deliver
4,000 social homes a year by 2030.
This‘agglomeration’ can create
schemes which would support
MMC production of social homes.
While recent closures like Legal
& General and Ilke have created
uncertainty around the future of
MMC factories, agglomeration
schemes can create more security
through the promise of orders from
council partnerships. Benefits of
MMC include delivery speed, job
creation, upskilling workers, and
local connectionright herein
Britain. It also incorporates STEM
expertise into the construction
industry, which can provide
economic and educational
opportunities for workers.

2. Anew Social Housing Contractor
Framework through Homes
England. The agency would adopt
a contractor framework for social
homes delivered by the council.
This would set parameters around
rates and pricing each year to
provide certainty and confidence
inlong term planning. These rates
would be cheaper than the open
market. It can also help diversify
sites and suppliers that are used.
This could also give councils
access to pre-qualified suppliers
that would have been vetted
for the ability to deliver quality
homes and would be the preferred
supplierinaprocurement and
contracting process.

The ten measures listed
form a comprehensive
package of policy
interventions and
commitments for a new
government to boost council
delivery of social homes

With only 25% of councils delivering
social rent homes last year,"® central
government needs to be bold and
ambitious and set a clear mandate
to ensure councils prioritise delivery
of social homes. Our modelling
shows that adopting this package of
reforms would deliver 34,000 social
rented homes a year from councils,
by 2030. The interventions would not
only address the existing barriers to
council delivery but would put a new
government on the right path

to ending the housing emergency.




‘[t takes

approximately

8 months

to deliver

a social

rent home
through LEH
acquisition.’
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6. CREATE MORE WAYS
OF DELIVERING NEW HOMES

Converting empty homes
offers an alternative route
to building

Thereis no greater symbol of our
country’s failed housing system than
the 261,000 homes that sit long-term
empty, unoccupied and unused,'®
while 309,000 people across England

» ‘Long-term empty homes’ are
the most suitable target of
low-use home for acquisition."®
LEHs are the category of empty
home most meaningfully empty,
being substantially unfurnished
and unoccupied for more than
6 months. The LEH category
excludes homes that are empty for
‘legitimate’ reasons, such as those
being held in probate or the owner
goinginto care. Furthermore,
unlike other categories of empty
home, LEHs are liable for Council
Tax, including premiums, and
are better suited for compulsory
purchase. This gives councils
greater power to bring LEHs
back into use compared to other
categories of low use homes.

Shelter’s 2024 report ‘Home Again’
set out a 10-City Plan showing how
councils, housing associations, and
community organisations could
deliver more than 10,500 permanent
social rent homes over the first three
years of a new government.’®2® The
report found that LEH acquisition
and conversion can act as a fast,
cost effective, and greener
complement to a mass social
housebuilding programme.

are homeless."” While not all empty
homes can be brought back into
use, there is a small but important
opportunity to convert privately
owned long-term empty homes
(LEHs) into social rent homes - as
arapid way to expand social housing
delivery in the early years of a new
parliament and beyond.

It takes approximately 8 months to
deliver a social rent home through
LEH acquisition. Traditional
development generally takes
around 18 months to 5 years for
completion even from grant of
outline planning permission.™®

‘Required grant is on average 20%

below the usual cost to deliver
social rent homes across the 10-
City Plan, and in some cities
would be 55% cheaper.’®°

‘Refurbishment is associated with
between 50-75% less embodied
carbon on average per unit than
anew build, and conversion
offersan opportunity to retrofit
current stock.”™

With a proof-of-concept programme
established, government should
expand the 10-City Plan across the
country.® From Cornwall to Leeds,
and from Leicester to Worthing, a
re-modelled national expansion of the
10 City Plan could deliver 22,600 new
social rent homes in total across five
yearsin both rural and urban areas.
This would mean an additional 12,100
social rent homesinyears four

and five.
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‘Empty homes
are not a

silver bullet to
the housing
emergency. But
LEH acquisition
and conversion
isan important
piece of the
puzzle to
quickly ramp up
the country’s
delivery of social
rent homes’

Inyear five, 7100 of the 90,000
homes(8%)are assumed to be

empty homes that are converted into

social rent homes. The majority of
these homes(80%)are assumed to
be delivered by councils, with both

housing associations and community

groups delivering 10% each.™® We

have assumed that sufficient funding

and good practice examples would
encourage other providers to adopt
the scheme in years four and five.

Empty homes are not a silver bullet
to the housing emergency. But LEH
acquisition and conversionis an
important piece of the puzzle to

quickly ramp up the country’s delivery

of social rent homes to 90,000 per
annum within the next five years.

To effectively convert
long-term empty homes,
councils need:

1. Capital grant to fund the
acquisition and conversion -
converting 10,500 empty homes
into social rent will cost c. £1.25bn
over the first 3 years of a new
parliament. To scale up to 22,600
acquisitions in the first five years
of anew parliament, government
will need to expand capital grant

funding (likely by a similar amount).

2. Clear strategic direction to
focus efforts on acquisition and
conversion - under the current
AHP, providers and community
organisations can't access
sufficient funding to acquire.
Central/regional government
must direct councils, housing
associations and community
groups to acquire and convert
empty homes into social
rent homes.

3. Resource funding to build
capacity - while most councils
already have an empty homes

function which is typically staffed
with c.1-4 people, some resource
funding would be needed to scale
up nationally - while an Empty
Homes ‘flying squad’ could help
councils set up their function
(which takes c. 3-6 months)'™®

and build capacity to use CPOs.
Community organisations may also
need funding to harness local skills
and upskill volunteers.’®’

4. Legal and tax changes to
incentivise empty owners to
sell - set a higher council (or
reformed property tax) premium
on both empty and second homes;
reduce the time before these
premiums can apply; and make
these premiums mandatory.”® This
will make holdingontoaLEH less
financially attractive. Government
must also shut down tax loopholes
exploited by empty and second
homeowners, as well as short-
term let owners.”™ Guidance
and surrounding legislation for
Compulsory Purchase Orders
should also be reformed to support
acquisition where an LEH owner
does not sell.'s

While not a silver bullet, a large-scale
empty homes programme is a fast,
cost-effective, and greener way to
quickly increase the delivery of
social rent homes.

Community Involvement

in Social Housebuilding:
The Community Land Trust
(CLT) model

CLTs can bring people together

to support the delivery of the

homes their communities need to
reduce homelessness and house
local people. The sector has the
potential to play an important role in
maximising social rent construction.
CLTs unlock the capacity of
communities to drive additional



‘When people
see expensive
homes going
up that they
or their kids
could never
afford and
haven't had a
say on, it'sno
wonder there
is opposition.’

delivery opportunities, steer housing
delivery to meet local need, and

secure public support through

diverse community involvement and
empowerment to deliver thriving new
neighbourhoods.""®2 They achieve
this through a range of traits that are
central to the core purpose of CLTs and
the inclusion of their communities:

« ‘CLTs unlock extra capacity to deliver
socialrent homes - as the Bacon
Review confirmed, community-
led housing provides a powerful
opportunity to diversify and expand
the housebuilding industry by
supporting a new and wider range
of builders to start delivering.!s
This could help tackle the shortage
of SMEs whichis threatening
the delivery of government
housing targets./®®

+ ‘CLTs help secure public support for
housing delivery:

» Meaningful and diverse community
engagement - the governance
structure of CLTs enables broad
community membership, including
those affected most by the
housing emergency. This pushes
new developments to reflect the
needs of the actual community,
not just the design ideas of private
developers or the complaints of the
most vocal residents opposed to
any building, helping to reduce local
opposition and build wide support.
%The beneficiaries of CLT homes
are also usually highly diverse.'671%8

« Affordability and quality - when
people see expensive homes

going up that they or their kids
could never afford and haven't had
asayon, it'snowonderthereis
opposition. Whether they deliver
it themselves or in partnership
with another delivery body,

CLTs focus housing delivery on
meeting local housing need and
delivering to a high quality rather
the profit margins of private
deve|Opers.189,170,171,172,173
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« Rural sites - CLTs are especially
effective at securing new housing
delivery in sensitive areas through
rural and community-led exception
sites, where others would
normally fail. Across England,
as the Campaign to Protect Rural
England (CPRE)demonstrate, it
would take 89 years to clear rural
social housing waiting lists under
current build rates.” With rural
homelessness rapidly increasing,
CLTs are avital tool in delivering
rural social rent homes."”®60% of
completed CLT housing projects
arein protected areas."®

+ 'Reduce delivery costs - CLTs
can often reduce delivery costs
by leveraging support which private
developers can't access, such as
volunteers, community share offers
to raise capital, and philanthropic
donations and support(such as cash,
cheap loans, or land)."”178

How many social rent
homes can the CLT
sector deliver?

Recent CLT Network analysis
demonstrates that, in the next

5 years, CLTs could ramp up to
delivering 7,600 social rent homes
per year.”® These are homes that,
without CLT involvement, wouldn’t
be built. This represents 8% of the
total annual 90,000 new social rent
homes needed.®™ CLTs can deliver
social rent homesin avariety of
ways, in collaboration with housing
associations, alongside housing
developers(unlocking blocked sites),
and directly with the CLT as developer.
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Number of
additional Percentage
Delivery type Additional information social rent of CLT social
homes per rent homes
year
. . . Estimated to be
CLTS.m colIabqrapon with delivered mainly in rural 3,000 39%
housing associations areas
CLTs help to secure
CLTs and developers on planning permission o
. : . . . 2,240 29%
community-led exception sites | on sites not previously
allocated for housing
Estimated to be
CLTs as developers delivered in large 1,296 17%
towns and cities across
England
CLTs can deliver infill
where larger developers
CLT-led suburban infill would not. They also 1,100 14%
support Brownfield
regeneration
Thisincludes both
Subtotal: CLT-led social CLTs as developers and 2396 31%
rent homes CLT-led suburban infill ' °
homes
Total 7,636 100%
Table2The po"cy changes set outin other chapters,
number of social public bodies should also be
renthomes

estimated to
be delivered by
CLTs peryear
in the next five
years, Source:
CLT Network
analysis.

To unlock the sector’s full potential,
government must do more, as set out
by the CLT Network, 818283 to support
CLTs to deliver social rent homes:

« ‘Government should provide
sufficient grant and revenue
funding and support access to
low-cost private finance and
expand the current ecosystem of
pre-development and acquisition
intermediaries and finance,
coordinated by the CLT Network.

« ‘Alongside our proposed reforms to
public sector disposal rules

encouraged to transfer land
to CLTs to deliver social rent.

» 'The NPPF should be amended
to strengthen support for the
creation of community-led and
rural exception sites, especially in
protected landscapes,®* and require
aportion of large sites to be set
aside for community-led housing.'®

1

« ‘Create a’‘micro’ category of RP
for small CLTs to relieve them of
the £600 a year annual regulator
fee that RPs with up to 999 homes
pay and allow ‘working towards’




I
S e
'

haN W

A e i

registration to suffice for CLTs
to be allowed to begin progressing
planning applications and funding
bids (as opposed to having to fully
meet registration requirements
from day one).

‘Government should protect the
reforms within the Leasehold
Reform (Ground Rent) Act 2022 and
the Leasehold and Freehold Reform
Bill (as currently drafted) which
relate to ensuring CLTs can own the
freehold of social rent homes and
lease them to providers.'®
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This will also ensure protection for CLT
social rent homes from Right to Buy.

There are currently 1,429 CLT social

or affordable rent homes so delivering
7,600 social rent homes per year after
five years is an ambitious target.

If there was sufficient funding and
necessary planning reforms, CLTs
could act as developers themselves
and partner with other providers to
identify appropriate sites across towns
and more rural areas to significantly
scale up their delivery.'®’
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The fight for home

is a fight for equality,
including environmental
and climate justice

To tackle the climate emergency, it is
critical to ensure that communities
that are most likely to be affected by
climate change are protected and
can share in the benefits of a fast
and just transition to net zero. This
means that our housing strategy must
ensure that lower income families
and communities of colour are given
access to green space; their homes
are properly insulated and energy
costs are reduced.

The cost of this can't be pushed onto
already disadvantaged communities
and low income families who are most
likely to be bearing the brunt of the
climate emergency. For example, Black
persons are almost four times as likely
as White people to not have access

to outdoor space, whether a balcony,
patio or private garden at home.'®

A critical part of the puzzle will be to
retrofit and build homes that are fit for
a future with a more volatile climate.
However, the cost and skills shortage
to retrofit and build net zero at scale is

having areal effect on the capacity of
councils and housing associations to
deliver new homes, as they also try to
meet their obligations to protect our
planet. Fixing this would help social
providers, but also strengthen and
grow industry in the U.K.

This is why the new government must
invest in net zero to help decarbonise
the use of existing homes, while

also unlocking new social homes

and responsibly converting existing
buildings to good quality places
families can live in through the
planning system.

Laterin 2024, Shelter will release a
comprehensive report, with analysis
and modelling by Arup, on how a

new government can lead the way in
building social homes for the future.
Initial findings from Arup’s analysis
suggest that around 48,000 new build
net zero homes could contribute to
the overall target of 90,000 social
rented homes. This report will
highlight the need for an integrated
approach, as well as some of the policy
interventions and reforms that should
be implemented.
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‘While new
towns will
take time to
get underway,
the new
government
will need

to lay the
groundwork by
supporting the
establishment
of new
Development
Corporations.’

There are six policy interventions
needed now:

1. Anew Affordable Homes
Programme, with grant funding,
to deliver net zero homes from
the start.

2. Consistent grant funding
programmes for retrofit for social
housing providers, to mitigate
carbon footprint of existing
homes, protect supply and
improve energy efficiency.

3. Responsible change of use
through the planning system,
e.g. conversion of commercial
properties and other buildings into
social rent. Change of use needs
to have parameters for delivering
social housing that meets or
exceeds Future Home Standards
and a minimum EPC rating of
B. Initial analysis by Arup, on

Future New Towns and
Development Corporations

New towns offer a valuable route
significantly boost social rent delivery
and overall housing supply. Critically,
as noted elsewhere in this paper, if
the Government can capture the land
value uplift by buying land at existing
use value, this can help fund the lions’
share of development cost. Shelter
has previously conducted extensive
work in this area, as set out in the
New Civic Housebuilding report'®
and the as demonstrated with a
specific proposal for a new Garden
City that won the Wolfson prize in
2014.°° These help to demonstrate
how New Towns can work in practice.

behalf of Shelter, suggested that
16,500 empty private commercial
properties and 800 empty council
commercial properties could be
converted into social rent homes.

4, Reverse new proposalson
Permitted Development Rights
as these compromise safety
and quality of homes.

5. Government supported
recruitment drive in STEM and
construction industries, as well
asinhouse expertise in net zero
and green technology within
local authorities and housing
associations.

6. Agovernment commission to
set out along-term strategy
for climate change, net zero,
the effects on under-served
communities and the impact of
existing and new social homes.

Laterin 2024, Shelter, in

partnership with the New Economics
Foundation, will release areport on
what future new towns can deliver
and lessons can be learned from
past implementation to support

the next New Towns initiative.

While new towns will take time to

get underway, the new government
will need to lay the groundwork by
supporting the establishment of new
Development Corporations to ensure
that they have the necessary planning
and compulsory purchase powers -
as well as the right set of skills and
financial backing - to assemble land
and plan for the infrastructure that
will be needed to make this vision
areality.




PART il
CONCLUSION

SHELTER'S PLAN CAN
DELIVER 90,000 SOCIAL
RENT HOMES PER YEAR

Any housing target adopted by the new government
must include a social housing target which ramps
up to 90,000 social homes a year by the end of

a parliamentary term. Ultimately, it must pave

the way for a total of at least 900,000 social homes.

To deliver the social and economic benefits of a mass scale building program
of social homes, the new government needs a comprehensive plan. With the
right mix of targeted policy interventions, the new government can achieve
a social housing revolution.

The comprehensive plan that Shelter has set out in thisreport can see
to it that government begins to eliminate homelessness and once and
for all provide a safe, secure and affordable home for everyone.
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